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The Committee on B anking, Commerce and Insurance met at
1:30 p.m. on Monday, February 7, 2005, i n Room 1507 of the
Stat e Cap i t o l , L i nco l n , Ne br a s k a , f o r t he pu r po se o f
conducting a public hearing on LB 640, LB 391, LB 686, a nd
LB 465. Senators present: Mick Mines, Chairperson; Pam
Redf ie ld , V i c e C h a i r p e r s on ; M i k e Fl o o d; J i m Jen se n ; Jo e l
Johnson; Chris Langemeier; LeRoy Louden; and Rich Pahls.
S enator s a b s e n t : N o n e .

SENATOR MINES: Ladies and gentlemen, good afternoon. I 'd
like to welcome you to the February 7 committee meeting of
the Bank'ng, Commerce and Insurance Committee. My name is
Mick Mines and I am fortunate enough to serve as Chair of
this committee. And I would like y ou first ...first
announcement of the whole afternoon, please turn off your
cell phones, beepers, shakers or Sally our red coat in t he
back will be over and break your wrist (laughter) . Let me
introduce the members of our committee to you. First, I'm
going t o s t a r t o n you r l ef t wi t h Se nat o r Ri ch Pa h l s f r om
Omaha; Senator Joel Johnson is next from Kearney; Jim
Jensen, District 20 from Omaha; Senator Pam Redfield from
District 12. On your right, Senator Chris Langemeier from
Schuyler; Senator Mike Flood from Norfolk; and Senator LeRoy
L ouden, El l sw o r t h . To my r i g ht who i s wan d e r i n g , Bi l l
Marienau, our committee counsel and Jan Fos ter, our
committee clerk. The bills will be taken up in order of
printing and this is your part of the legislative process so
please feel free to come forward, testify, give us you r
thoughts and ideas. All we ask to help us facilitate this
process is, first of all, sign in. There's a sign-in sheet
at the door or in front of...the desk in front of me. Our
process xs the senator will introduce the bill. Then
test' fiers, those proponents, those opponents, and those
neutral will test' fy i n that order following the
introduction and t hen the senator may or may not choose to
c lose. If you have a prepared statement I a s k that y o u
please just give it to the page. And, by the way, our page,
Jeff f r om Og a l l a l a , Je f f Arb or , r i gh t ?

JEFF ARMOUR: Ar mo u r .

SENATOR MINES: Armou r, Ogallala, Nebraska. And, finally,
when you t e s t i f y , p l ea s e s p e l l y o u r f i r st na m e and l a s t na me
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so that not only can Jan get it on the r ecord, but it' s
being recorded and we need to know where you live. So with
that, we have Senator Connealy will introduce LB 640 and
Senator, I need to in troduce a bill across the hall so I
will transfer the chair to Senator Redfield.

LB 6 40

SENATOR CONNEALY: Thank you, Senator Mines.

SENATOR MINES: Th a n k you .

SENATOR CONNEALY: Senator Redfield and committee members, I
am Matt Connealy. I have the honor o f representing the
people of t he 16th district. I' m here to open on LB 640.
LB 640 was brought to me by the abstracters. Basic ally,
it's a bill that coordinates the license renewal with the
r equi red c o n t i n u i n g e d u c a t i o n t h a t t hey h ave t o do , I t
changes the license renewal time from every year to every
two years. It allows the registration fee to be i ncreased
f rom $100 because that's annually, to $100 the maximum for
the two-year period. So as you see with the fiscal note, it
doesn't have any fiscal impact but actually it might save a
l i t t l e mon ey i f t h ey p ut i t i n ea r l y . And we ' v e d o n e t h a t
w ith a few different fees and like the last few years. I
urge your support of this bill.

SENATOR REDFIELD: Thank you. Are there questions? I don' t
see any. Are you going to stay to close?

SENATOR CONNEALY: .'ll stay.

SENATOR REDFIELD; Thank you. We will take proponents. If
you will please state your name and spell it for the record.

KATHIE NATHAN: (Exh i bi t I ) My na me i s Ka t h i e Nat han ,
K-a-t-h-i-e N-a-t-h-a-n. I'm a member of the Abstracters
Board of Examiners. I'm appearing on behalf of the board to
h ave the record show that the board unanimously voted to
h ave t h i s l eg i s l a t. i o n i n t r od u c e d a n d , h o p e f u l l y , t o be co me
law after meeting on January 17th, This bill is simple and
direct. Sen ator Connealy in his introduction explained the
purpose o f t h e l eg i sl a t i on wh i ch s i mp l y i s t o a l l ow
abstracters' licenses to be renewed every two years rather
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than the current annual renewal. The end result would make
renewal and the continuing education two-year period the
same and eliminate the confusion and questions concerning
complet i o n o f t he con t i n u i ng ed uc a t i o n r equ i r e men t at
renewal time. I ask that you vote to a dvance LB 640 to
General File, and if possible, as soon as you can. We need
to have this bill passed into la.: this session in order t o
be in effect for the 2006-2008 continuing education period.

S ENATOR REDFIELD: Thank yo u, M s, Nathan. Are ther e
questions? We appreciate your testimony. Thank yo u for
coming today. Other proponents?

VICKI E WI L LI A MSON: H ello , I am V i cki e Wi l l i am s o n ,
V-i - c - k - i - e W il l i am son , W- i - l - l - i - a -m - s - o - n, And I ' m her e
on behalf of the Nebraska Land Title Association in support
of LB 640. And I really mirror what's already been said
about t he b i l l . I t ' s j us t go i ng t o sav e a l o t o f co nf us i on
for those of us that are abstracters across the state trying
to coordinate the education and the renewal process. So I
don't have anything really new except that we would really
appreciate it being advanced as quickly as possible.

SENATOR REDFIELD: We appreciate your brevity. Are t here
q uest i o ns ? Tha n k y o u a g a i n f o r c om i n g .

VICKIE WILLIAMSON: Thank you.

SENATOR REDFIELD: Othe r proponents? Any opponents? Is
there any neutral testimony? Senator Connealy. He waives
closing. We will cl ose the hearing on LB 640 and are we
taking this one next? Because he's not b a ck . Oh , all
right, we' re going to open the hearing on LB 391 and we have
staff appearing to introduce a bill for Senator Mines. When
y ou' re r e a d y .

LB 39 1

STEPHANIE CUDE : Thank you . Good afternoon, my name is
Stephanie Cude. That's S-t-e-p-h-a-n-i-e. The last name is
spelled C-u-d-e. And I am Senator Mick Mines' legislative
aide. He represents District 18. Senator Mines asked me to
present this bill on his behalf. He's currently across the
hal l a s y o u a l l k now ( l a u g h ) p r e s e n t i n g a b i l l t o Ge ne r a l
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Affairs. And he' ll return as soon as he's able. LB 391 is
a bill that relates to the meetings of the N ebraska
Educational Finance Authority. This bill would allow NEFA
members to j oin a mee ting and vote by teleconference or
video conference as long as there was a physical site where
the public could attend. NEFA issues bonds for the benefit
of Nebraska private nonprofit colleges and universities. It
is a quasi-governmental entity meaning that NEFA was created
by statute and its members are appointed by the governor.
However, the bonds it is sues are not guaranteed by the
state. Federal tax laws allowed the creation of entities
like NEFA b ecause private colleges are deemed to be
providing a public service by educating students and thus
bonds issued on t heir behalf should be taxed like bonds
issued for public colleges. There have been times when NEFA
members were forced to declare a conflict of interest and
abstain from voting on a particular bond issuance. Because
of that absentation, a quorum was not present at those
meetings because certain members could not be present at the
physical location of the meeting. If those members could
have participated by telephone, the issuance could have been
approved at that time and the delay in the issuance could
have been avoided. Senator Mines is aware that the press
association has some concerns with the bill and he's willing
to work wi t h t hem t o com e up w i t h an app r op r i a t e so l ut i o n .
Thank you .

S ENATOR RED FIELD: Thank yo u, St ephanie. Are ther e
questions? I don't see any. Oh, yes, Senator Louden.

SENATOR LOUDEN: How many members are on this commission?

STEPHANIE CUDE: I ' m no t po s i t i ve . T i p O ' N ei l l i s comi ng
after me and he' ll be able to answer that question for you.
Sorry about that, Senator Louden.

SENATOR REDFIELD: All right. Thank you, Stephanie.

STEPHANIE CUDE: All right. Thank you.

SENATOR REDFIELD: Are there any proponents?

L INDA BEAVER: (E x h ib i t 1) Go o d a f t e r n o on . My na me i s Li nd a
Beaver and t hat's L -i-n-d-a B-e-a-v-e-r and I am the
executive director of the(NE) Educational Finance Authority.
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And I am here to ask for your support of LB 391. The best
thing that I can say about this is that this will in no way
affect the notice that is given to the public of our
meetings. We will still be required as always to have the
full notice of meetings. The public will have complete
access to the meetings. They can join us at our physical
location site of that meeting so, hopefully, we will still
be able to...not, hopefully, I'm sure we will be able to
still maintain the spirit of the open meetings act. And, of
course, that notice will specify the date, time, and
location of our meeting. Now our hoard will typically meet
twice a year. And I'm sure many of you may be aware of how
sensitive a market can be and that can mean literally
hundreds of thousands of dollars to a college who may be
looking at doing a refinancing of their current debt. And
given that, time truly is of the essence and if we have to
put off a meeting for six months or whatever in order to
accommodate that, you know, because of a conflict where a
board member has not been able to attend it does make for a
hardship more than just for our board, but also for the
colleges that we are created to serve. To answer Senator
Louden's question, we have seven board members who are
appointed by the governor. And in our statute, we do have a
set number of different disciplines that we need to have in
the composition of our board, some of which need to b e
members of the education arena from the colleges themselves.
And so when we do have an issue for a college that they
happen to represent, they are then required under conflict
of interest to abstain from voting in that. So it is very
important that we have as many people as possible to be able
to participate in the meetings. Okay, next thing is I would
like to offer for you what other benefit this can do not
only for NEFA, but for the spirit of having representation
across the state in that this would merely make our board
more inclusive rather than exclusive. I t hink you can
appreciate the fact that this is a volunteer board and given
such, when you have a member who...right now the furthest
west member we have is in Hastings. If we were to be able
to court someone I guess I' ll say (laugh) from the further
western parts of the state, you' re talking quite a hardship
for them to drive many hours each way to attend a meeting
that's probably going to be an hour and a half in length.
In doing so, we are taking them away from their livelihood
and as such, we just hope that you will help us and support
this so that we can be more responsive to both our members
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and to the constituents, the private colleges, that we were
created to serve. Any questions for me?

SENATOR REDFIELD:
Senator J o hn s o n .

SENATOR JOHNSON: Well, your predecessor indicated there may
be some concerns by other people about... Do you anticipate
any o f t h o s e ? Si nc e yo u ' r e h e r e I ' l l g i ve y ou a ch an ce t o
rebut before they have a chance to butt (laughter).

LINDA BEAVER: I do understand that the Nebraska Press
Association has some concerns about the Open Meetings Act
and to t h at, m y on ly statement that I can...until I know
more specifically those concerns is the fact that we a re
st i l l r equ i r ed t o g i ve a t wo - w eek p u b l i sh e d n o t i c e o f ou r
meeting, that that's required from the IRS regulations
itself. So ther e is a two-week notice that is published,
statewide paper for which we use the Lincoln Journal, and so
t he pub l i c i s g i ve n a t wo - week no t i c e o f t he m e e t in g . An d
at that time, it will state where we' re meeting, what time,
and the agenda is always kept current at the office and the
notice tells the pu blic that they can always contact the
office for a current agenda of what is to be presented. And
a t that time, then they still have the complete ability t o
join the meeting there in person. So they will still have
full access to the meeting, that will not change. All it
wil l do i s g i v e u s t he p os s i b i l i t y t o br i ng so mebody i n v i a
telephone conference who, for whatever reason, be it weather
that may prevent them from traveling, or if we should be so
fortunate as to ge t s omebody on our board from a further
location to the west that that would give them the ability
to also participate and not have to drive, you know, what,
f our or five hours each way for a short meeting. S o I s e e
thi s a s a way o f be i ng mo r e i nc l u si v e i n wh a t we d o t han
b eing ex c l u s i v e .

SENATOR REDFIELD: Do you think we could consider this for
the Unicameral when the weather is bad and people have to
drive in from the panhandle'? (laughter) Are th ere ot her
q uest i o ns ? Yes , Sen a t o r Lo u d e n .

SENATOR LOUDEN: How are these b oard members, are they
appointed by the governor or how do they get there?

Thank you, Ms. Beaver. Ques tions?
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LINDA BEAVER: We make r ecommendations to t he board of
people t h at we f e el wou l d make a go o d f i t f or t he b oar d
and...but then it is still up to the governor's office as to
who they appoint. They have taken our recommendation and
appointed those people, and other times they' ve said no and
appointed somebody that they wanted.

SENATOR LOUDEN: And then are t hey confirmed then by th e
Legislature? Is that how that works on that board?

LINDA BEAVER: No, they are not. They are simply appointed
b y the g o ve r no r .

SENATOR LOUDEN: Okay. On this telephone conference call
and that sort of thing, to meet your open meeting laws, and
I presume then you' re talking about having a conference call
into some kind of an area such as an extension service or
something or an office in another part of the state then in
order to co m p ly w i t h t h a t i n or de r to be whe r e t he pub l i c
could meet?

L INDA BEAVER: We co ul d han d l e t h at a num ber o f d i f f e r en t
ways. Either they can come to the actual site where the
meeting is which may be in our conference room or it may be,
you know, in a hotel m eeting room, wherever we may be
meet.ing . An d a t t h at t i me w e c o u l d al w ay s p r o v i d e a ca l l - i n
number f or t he m and t hey c oul d ca l l i n t o t he
teleconference. To this, I would state the fact that in the
history of NEFA there has never been a member of the public
attend one of our meetings.

SENATOR LOUDEN: Probably not but you can't exclude it.

LINDA BEAVER: No, I don't mean to exclude them. No , no
means do I want to propose that. But I'm just saying that
historically there has never been a member show...

SENATOR LOUDEN: Well, I guess my concern would be is if you
were going to have telephone conference calls, is this going
to somebody's house when they were, or office when they were
h aving t he i r c al l s an d t h e pu b l i c wo u l d n ' t be ab l e t o b e
there at that, at some of those places where those telephone
conference calls cn the other end are going out to. That' s
what I was wondering about.
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LINDA BEAVER: The site of the member, where th ey may be
cal l i n g i n f r om?

SENATOR LOUDEN: Ye a h .

LINDA BEAVER: That could be from anywhere. It may be that
they are...they' re required to travel for their job and
maybe they' re in Los Angeles and need to call in. I believe
according to the Open Meetings Act is t hat we need to
provide the facility where the chairperson or vice chair is
conducting the meeting to be open to the public and then to
even further that, we could provide a cal l-in to any of
t hose w h o wan t e d t o ca l l i n . I mean , i f y ou a s a p r i va t e
citizen wanted to call in, you could contact our office and
we c o u l d g i v e yo u a cal l - i n number an d yo u c o u l d c a l l i n
from your home which I think, like I say, would be mo r e
inclusive than it is currently.

SENATOR LOUDEN: Well, the reason I was going down that road
was is this person is out there in the world someplace and
he's calling in and he's supposed to be a board member on
there. Are you going to give him a code that he has to
fo l l o w t h r o ug h i n or d e r to k no w t h a t y ou ' re t a l k i ng t o that
person that's on that bo ard or are they talking to their
perhaps an assistant or somebody like that? That ' s w h a t I
was wondering about. Se e, when you have a public meeting
you get t o see w h o ' s t he r e . . .

LINDA BEAVER: O h , how to identify who is o n the ph one?
Well , wha t we wou l d d o i s l i ke i n a ny m e e t in g , t ake a r o l l
call and at that point we would have to believe that the
person who is saying that's who they are, t hey a r e . I can
say I do get to know my board members very closely and I do
recognize their voices and so I would know that, And on any
telephone conference, you always hear a beep when somebody
comes on and likewise when they leave. And for those being
put i n by t e l eph o n e , we wo u l d m ake i t a po l i cy t h at , you
know, they introduced themselves as b eing by ph one and
l i k ew i se , i f f o r so me r ea so n , t hey nee d e d t o l eav e , yo u
know, disconnect from the conference call that they tell us
t hat , yo u know , I am. . . I ' m Roger Doer r f r o m Has t i n g s and I
need to leave the conference call now. And, of course, that
would then so be reflected in our minutes that Ro ger ha d
l ef t t h e pho n e .
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SENATOR LOUDEN: O k ay. Than k y ou .

SENATOR REDFIELD: Thank you, Ms. Beaver. I don't see any
other questions. Are there proponents?

JOEL VANDERVEEN: Good afternoon, Senators. My name is Joel
VanderVeen, J-o-e-1 V-a-n-d-e-r-V-e-e-n. I'm with the Kutak
Rock law firm and we' re bond counsel to the authority. I
just wanted to make the point that this is really a matter
o f e f f i ci en c y f o r t he a ut ho r i t y a nd conv e n i e nc e f o r t he
board members who, as Linda noted, are volunteers. It's not
a unique proposal in terms of we work with issuers in other
states who regularly meet by t elephonic means for their
board members. A nd to address the questions regarding how
such a meeting might be conducted, I could give you just a
r eal q u i c k e x ample . Typ i ca l l y , t he m e e t i n g w o u l d b e h e l d i n
t he au t ho r i t y ' s o f f i ce . Bo ar d me m b er s w o u l d b e g i v e n a
dial — in number to a conference call in a dvance so t hat
there... only those who actually have the conference call
code would be a ble to dial i n so that t here's some
controlled access for the board members. T he physical
meeting in the office is as open as any other meeting of the
authority when there's not telephonic participation by the
board members. It's one meeting location in the authority's
offices and in t erms of participation and the ability to
hear the participation of each of the board members, you
know, there would be a speaker phone on the conference table
so that everyone can be involved in a way that certainly
happens regularly in business and in governmental affairs,
as well. And so, to the extent that's helpful in answering
the questions about logistics.

SENATOR REDFIELD: Th ank y ou . Have you observed that
there's been a problem with a voting quorum at some of these
meetings?

JOEL VANDERVEEN: No , it actually the, you know, the whole
purpose for allowing telephonic participation is to make it
easier to ob tain that quorum and, you know, for volunteer
board members who h ave b usiness elsewhere, vacation,
whatever, you know, typically it's some effort to get
everyone together to match the timing for the sale of bonds
and it really does become a problem and it's not just in
Nebraska that, you know, people have t o de a l with th ose
i ssues .
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SENATOR REDFIELD: So a sche duling problem more than
a nyth ing e l s e p e r h aps .

JOEL VANDERVEEN: Cle arly a scheduling problem, but one
that's not an occasional problem. It 's a chronic problem
and just as, you know, as a member of the public, you know,
I'd like to make the point that it's sometimes a challenge
t o f i n d t he qu al i f i ed bo ar d mem ber s t ha t y ou wa nt t o
participate i n or ganizations like NEFA and telephonic
meetings help in that regard a great deal.

SENATOR REDFIELD: Thank you. Are there questions? Than k
you, Mr. VanderVeen. Other proponents?

TIP O' NEILL: Senator Redfield, members of the Banking
Committee, I'm Tip O' Neill. That's O'-N-e-i-l-l. I'm the
p residen t o f t he A ssoc i a t i o n o f I nde p e ndent C o l l e g e s a n d
Universities of N ebraska which is a consortium of
14 privately-controlled nonprofit institutions which are
l ocated i n N e b r a s ka . We sup p or t L B 3 91 and I gu ess i f
there's a p erson to bl ame a s f a r as the dr afting is
concerned, that would be me because I did draft this bill.
And I know the press association has some concerns about it
as it relates to the Open Meeting Act. And it would be an
exception to the Open Meeting Act and it just says that, you
know, if you have a difficulty getting a quorum you can have
a person participate by teleconference. I am working with
the press association to get a mutually agreeable solution
t o t h i s i s su e . I c er t a i nl y don ' t wa n t t h e w h o l e no t i o n o f
t he open meet ing l a ws t o g o a way and , i n f ac t , t he w a y t ha '
this bill is dr afted there would still be a physical
location as far as the meeting is concerned where the cress
and the general public would be able to participate. But at
t hi s po i n t , I t hi n k p r oba b l y i t ' s a bi l l we wo u l d w an t t o
hold for a while until perhaps the press association and our
group can find a mutually agreeable solution. I'd be happy
to answer any of your questions.

S ENATOR REDFIELD: Se na t o r J ohn s o n .

SENATOR JOHNSON: Would it be possible just for the press to
be able to call in and be as part of the conference call?
That might make it easier for them.
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T IP O' NEILL : We l l , I t h i nk t hey ' r e a l r ea d y al l o w e d t o do
that under the open me eting section but yeah, I mean, I
think the whole issue is how w e de fine emergency and,
hopefu l l y , we can f i nd a s ol u t i on t ha t wa y . I mean , i f yo u
can define emergency that says because someone doesn't show
up in a meeting you can't do the issuance which will cause
harm to all the parties who axe involved, if that c a n be
defined as an emergency then we don't need this bill. Then
we can use section 84-111 and go under that way. I think we
have to be able to convince bond counsel though that that is
a ppropr i a t e s o .

SENATOR REDFIELD: Other questions? Thank you, Mr. O' Neill.

TIP O' NEILL : Th a n k you .

SENATOR REDFIELD: Other proponents. Opponents?

ALAN PETERSON: ( Ex h i b i t 2 ) Sen a t o r R e d fi el d , m e mber s o f t he
committee, I am Alan Peterson. I represent not the Nebraska
Press Association but Media of Nebraska. T his group is a
coalition of the broadcasters, the press association, the
t wo da i l i e s i n L i nc o l n a n d Omaha, and t h e n a g r oup ca l l ed
the Daily Press Association which essentially is the dailies
from all across the state. So it's a coalition and it's not
just the papers. We' re not just the little papers, not just
the big ones. The purpose of M edia of Nebraska is to
protect access to news, Public Records Act, public meetings
act (Open Meetings Act) especially. And we do oppose this
bill as written. Number one, it would create for this one
group an a llowance of call-in votes and participation that
n either the Legislature nor any o ther public body i n
Nebraska is p ermitted to do. Sol e other exception, the
Nebraska Judicial Qualifications Committee is allowed on
very, very exceptional circumstances to have a phone call
meeting . Now w h y i s t h i s ? The Ope n M e e t i n g s Act i s no t
just a matter of everybody having notice when the government
is going to act on something important. It's a chance for
t he pub l i c i nc l ud i n g t he m e d i a , i f t hey w a n t t o , t o com e a n d
monitor and to look each o f t h e co mmissioners or board
members or senators right square in the eye. And after the
meeting if they want to, to buttonhole and ask well, why did
you vote for? Why did you vote against that? And, then try
t o i n f o r m t h e pu b l i c . Th e p ho n e i n vo t e i s somet h i n g t ha t
has been tried in some other states. In this state, we made
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a compromise on this issue, something like eight or nine
years ago. And a number of the statewide agencies, and
there's more than 200 of them by the way, not just NEFA and
a handful, but more than 200 of these statewide, usually
volunteer boards and commissions who do the business of this
state, and those folks do make a sacrifice as do t he NEFA
folks, to attend and do their job. But the compromise that
was made was to permit video conference meetings up to
one-half of the time of all the meetings per year and that
covers state agencies, statewide boards. There are a number
of entities specifically mentioned. NEFA is not mentioned
and if, in fact, it doesn't feel that the statute is broad
enough to cover it for video conferences, this bill could be
used to make that clear. That would be a good use for i t .
But t o p e r mi t p h o n e - i n v o t e s b y e s s e n t ia l l y eve r y b o dy ex c e p t
some chairperson sitting in the Lincoln office really means
you don't have a meeting. Under the law, you would have a
nice phone call, a nice conference call. A n d it doesn' t
work in the sense of true public access, at least that's the
posi t i o n o f m y c l i en t s w h o w o u l d l i ke t o b e ab l e t o see
what's going on. An d I do mean see what's going on. So,
let's take just a moment and see where we are. We' ve got a
public meetings law that provides for vi deo conference
meetings, which is a statewide network we can use and it is
used by some a lready for half the meetings. I guess that
means one out of the two for this entity. That l eaves an
obligation for those who agree to sit on this board to show
up once in Lincoln or halfway across the state, if they wish
to have a compromise sometime and honor the outstate members
one time. That's not much compared to many of the statewide
boards that meet several times a year . It's not much
compared t o t ho s e w ho m eet 6 0 da y s o r 9 0 day s i n L i nco l n f or
every year, and namely yourselves, who come from all over
the state. And even though we' re concerned here about t he
ability to issue bonds on time because interest rates might
change, we' ve already got another remedy in the existing law
for this problem. If, in fact, there's an emergency...let' s
say they have their meeting and for whatever reason people
don't show and they don't have a quorum. Only three instead
of four show up who can vote, all they have to do is declare
and have an emergency meeting on the ground that it's going
t o cost a fortune if we don't get this business done. The y
do have to gi v e a new notice but it can be as much as one
day, as little as one day, as an emergency meeting and le t
that be the solution because under emergency meetings where
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it's truly an emergency you can do it by phone u nder
existing law. I haven't heard NEFA say that they have tried
either of those solutions to t heir problem and with all
respect, I simply think that allowing this one entity to
have call-in votes whenever it wants to and all the rest of
the entities in the state not, including your ow n en tity
except t hose special motion and vot e, I believe,
occasionally you have call-ins from your offices. It simply
is not r'ght. And while it's true that NEFA is not attended
much by t h e p u b l i c I ' m su r e an d o nl y o cca si on a l l y b y t he
members of my clients, the news media. Nevertheless, this
is the camel's nose under the tent, this is the foot in the
door . ' I cannot distinguish this e ntity from the other
200 plus statewide agencies of volunteer members who g ive
their time and g ive their effort and give their thinking.
So we oppose it as no t nec essary, as an important
undermining of the open meetings law concepts and we ask
t hat y o u n o t ad v a nc e t h i s b i l l .

SENATOR REDFIELD: Thank you, Mr. Peterson. Now I'm hearing
your t e st i mo ny a b o ut b u t t o n h o l i ng . Wi t h v i deo co nf e r en c i n g
a reporter wouldn't have the opportunity to buttonhole the
person at the other site. Is that true?

ALAN PETERSON: That's true. While you can try to call them
r igh t a f t er t he m e e t i n g i f y ou c an g et t hr oug h , bu t v i deo
conferencing sacrifices that to some degree also,

SENATOR REDFIELD: So that isn't really a remedy for that
concern for you and yet we allow video conferencing.

ALAN PETERSON: U p t o ha l f o f t h e m e e t in g s. At l e as t yo u
get t.o look them in the electronic eye, sort of.

SENATOR REDFIELD: So you can look at them; they can't look
at you maybe and the audience. B ut you could report that
they were sweating as they were voting.

ALAN PETERSON: Good (laughter), but no, as a matter of
fact, that system is set up so well that it is two-way.

SENATOP. REDFIELD: W e l l , i t ' s t wo - w ay ge n e r a l l y f r om whe r e
the camera is, but it's not usually on the back row of the
press .
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ALAN PETERSON: The r e yo u go .

SENATOR REDFIELD: All right. Thank you. Are there other
q uest i o n s ?

ALAN PETERSON: Um-hum. Thank you, Senator.

SENATOR REDFIELD: Th a n k y o u ve r y m uc h .

ALAN PETERSON: Tha n k y ou .

SENATOR REDFIELD; Are there opponents?

ALAN PETERSON: Oh, I did prepare a letter of my t e stimony
as a summary if I could leave that, I'd appreciate it.

SENATOR REDFIELD: If y ou would leave that, that would be
helpful to the transcribers.

ALAN PETERSON: Th a n k y ou .

SENATOR REDFIELD:
neutral testimony?
right, that w ill
o pen on L B 6 8 6 a n d
(laugh) .

Seeing no other opponents, is there
Would you like to close, Stephanie? All
end the hearing on LB 391. And we will
there is the s enator. Good timing

LB 686

SENATOR MINES: Thank you. Chairman Redfield, members of
the Banking, Commerce and Insurance Committee, my n ame i s
Mick Mines, M-i-n-e-s, representing Legislative District 18
and I'm the p rincipal introducer for LB 686. LB 686
clarifies the Inte rgovernmental Ri sk Mana gement Act
regarding the treatment of c ertain funds when a risk
management pool is a member of a reinsurance mutual company
or pool for the purpose of securing reinsurance. I n this
case, any paid-in capital, surplus, equity, or ownership
interest i.s recognized as an adm itted asset. This
clarification is needed because the differences between an
intergovernmental risk management pool and an insurance
company. The I ntergovernmental Risk Management Act is the
law that allows local governments in Nebraska to join
together to cr eate insurance pools. The D epartment of
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Insurance regulates these pools. Th e act was designed to
allow local governments to work together to save costs on
insurance and improve risk management services. By law ,
these pools are no t i nsurance companies. Some of the
practices of the pool do not match traditional insurance
companies and the q uestion becomes how to handle these
situations. In this situation, several state pools obtain
reinsurance from national pools, LB 686 provides guidance
to the department on how to treat this practice. I have
testifiers behind me and I wo uld entertain questions or
r efe r t h e m t o t ho s e f ol l owi n g me . Tha n k y ou .

SENATOR REDFIELD: Thank you, Senator Mines. Are there
questions? He 's trying to cut back the taxes again, I see.
A ll r i g ht .

S ENATOR MINES: ( l aug h ) Y e s .

SENATOR REDFIELD: All right. Proponents. If you would
state your name and spell it for the record.

J OHNNIE M I L LER : (Ex hi b i t 1 ) Se n a t o r R e d f i e l d , m e mbers o f
the committee, my name is Johnnie it's J-o-h-n-n-i-e Miller,
M-i-l-l-e-r. I'm with the League of Nebraska Municipalities
a nd am the director of t he Le ague A ssociation of Risk
Management, the Intergovernmental Risk Management
Association of the Municipalities A s sociation for
56 municipalities here in t h e st ate of Nebraska which is
governed by its own membership, by the city administrators,
and council people of the cities of Kearney, and Norfolk,
and Fremont, and othe rs that choose to use the
Intergovernmental Risk Management Act to cooperatively do
w hat they could not otherwise do o n th eir own wh ich i s
self-insure some of thei r risks. Because t he
Intergovernmental Ri sk Management Act allows for
municipa l i t i es o f a l l t y pe s , al l pu bl i c ag e n c i e s i n t he
state to join together through the Interlocal Cooperation
Act to form an agency wh'ch its sole purpose is to deal with
issues of risk management. We see our organization, first
and foremost, as an interlocal agency. The problem is then,
of course, is that as Senator M ines indicated this
Intergovernmental Risk Management Act specifically states
that the Intergovernmental Risk Management Associations are
not insurance companies. However, it then leaves to the
Department o f I n su r an c e t he j ob o f r egu l a t i ng t hose
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noninsurance companies wherein comes the rub that their regs
and rules do not, or have not been written or developed in
order to regulate noninsurance companies. They' ve been
deal in g w i t h i nsu r a nc e c o mpanies f r om t h e be g i n n i n g o f t i me .
And we' ve run into several situations, LB 686 being one of
them, where the department is left without any direction,
without any r ules t o apply to a certain situation. This
particular situation is where the s tate-run pool that' s
sponsored by the state association of either counties or
cities or schools, whatever it may be, many of those state
organizations are provided excess and catastrophic insurance
f rom t h e i r n at i o n a l cou n t e r p a r t s . Th e Le a gue A s so c i a t i o n o f
Risk M a nagement b el on g s t o an o rg an i za t i on c al l e d t he
Nationa l L e a gue o f Ci t i es M u t u a l I n sur an c e Co mpany , wh i ch
was d e v e l o ped by t h e N a t i o na l L e a gue o f C i t i e s f o r t he so l e
purpose of providing coverage to association sponsored
pools, and that's all that they do. T here's a couple of
different similar organizations for the county organizations
which I understand the county pool, here in Nebraska, also
belongs to such an organization. A gain, this legislative
b il l w a s b r o u gh t t h e d a y b e f o r e t h e l as t d a y t h at t h e b i l l
could be introduced. I had a meeting with representatives
from the Department of Insurance on this very issue of ho w
to treat the fact that we are part of a larger pool, and
that the monies that we pay into that pool because it's a
nonprof i t o r g a n i z a t i o n , w hen t he y h ave s u r p l u s t ha t ' s e q u it y
that belongs to us and it will be paid back to us if we ever
leave that pool, or we can use those monies that are there
as our surplus to make future payments of premiums to them,
and tnings of that sort. At the time of that meeting, the
department wasn't sure how they could handle that because
they have no similar situation with insurance companies to
deal with it and they were left with not being able to allow
us to r ecognize those a ssets that we ha ve in that
organization. LB 6 8 6 then was put together very quickly.
We' re not certain that the la nguage is exactly co rrect.
I' ve been in conversation with the department several times
since it was originally drafted to try and work with them to
make sure that the language is correct but, again, give them
a vehicle to work with to be able to r ecognize that the
state-run pools will belong to la rger national pools in
order t o cu t c ost s .

SENATOR REDFIELD: All right. Are there any questions for
Mr. M i l l e r ? I do n ' t see any . Thank yo u f o r y ou r t e st i mo n y .
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Proponents . Ms . Rex .

LYNN REX: Senator Redfield, members of the committee, my
name is Lynn Rex r epresenting the League of Ne braska
Municipalities. We ' re here today in s trong support of
LB 686 . I t hi nk t h at y ou ' v e h a d t he b i l l ou t l i n ed t o you i n
detai l i n t e r m s o f w h a t i t d~ s , why i t ' s ne ed ed . Th i s i s
being done in c oncert with the Department of Insurance.
This is something we want to sit down and work out with the
Department of I nsurance, or c ommittee counsel, NACO, and
others b ecause, again, their concern is they just w ant to
make su r e th at t hey ' r e do i n g wh a t t h e l aw pr ov i de s an d t h i s
is one of those areas of the law t hat simply does not
address the unique situation in which pools find themselves.
Our pool has s aved municipalities across the st ate of
Nebraska millions and mi llions of dollars. It 's an
excellent organization and what we do, first and foremost,
is deal with the issue of risk management and prior to the
League Association of Risk Management being created, thanks
to the passage of LB 398, introduced basically by S enator
Landis as chair of this committee and it was a priority bill
that was advanced several years ago. Not only NACO, but the
league and others have worked hard to put these together,
the community colleges and others as well are involved. S o
we woul d l i ke a ch ance t o w o r k v e r y qu i ck l y ( l au g h ) w i t h
your committee counsel, with the Department of Insurance. I
will just tell you, the Department of I nsurance has been
extremely cooperative. They have been wonderful to work
with over the years, in this regard, and this is just one of
those things that did o ccur that really needs to be
addressed because the laws are silent. I' d be happy to
respond to any questions that you might have.

SENATOR REDFIELD: Questions f o r M s . Re x? I do n ' t se e any ,
T hank yo u .

LYNN REX : Thank you very much and thanks, Senator Mines,
f or i n t r od u c i n g t he b i l l .

SENATOR REDFIELD: O ther proponents? O pponents? Is there
any neutral testimony? Senator Mines, do you want to close?

SENATOR MINES: Tha nk you, Senator Redfield. Just maybe a
snapshot here. A s you heard, this is not a League of
M unicipalities bil l . It also a ffects the Ne braska
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Association of County Government and it's a little broader
than one m ight t hink on the surface. And you also heard
that the language isn't quite right yet so we needed to hear
it today and we need to do some work on it, both c ommittee
counsel and this committee, as well as D epartment of
Insurance, League, NACO, but we just need to hear it to day
to move to the next step. Thank you so much.

SENATOR REDFIELD: Any questions? Thank you. That closes
t he he a r i n g o n L B 68 6 .

SENATOR MINES: S e n a t o r R e d f i el d , be f o re y o u st ar t , I nee d
t o r e c o gn i ze , I know a l l my co l l ea g ues ar e l o o k i n g b ack
s eeing all these handsome folks sitting in the back of t h e
room. This is the group from this year's leadership group,
the Nebraska Bankers Association leadership group from all
over the state and we' re just really happy to have you here.
Thank you for taking the time. With that, I will open the
hearing on LB 465. Senator Redfield.

LB 4 65

SENATOR REDFIELD: ( Ex h i b i t I ) Than k yo u , Cha i r m a n Mi ne s ,
members of the committee. We ' re swapping chairs back and
forth here. F o r the record, my n ame is Pam Re dfield,
R-e-d-f-i-e-1-d. I am t h e state senator from District 12
and I ' m h e r e t o i n t r o du c e t o yo u LB 46 5 . LB 4 65 l ook s
familiar to t hose of you who have served on the committee
before. It actually was sent to the General File last year
by the Banking, Commerce and Insurance Committee and we ran
out of time. Actually, the vehicle that was there became
anothe r b i l ' t ha t we nee ded wi t hi n t he t i me cr un c h . But
what it actually deals with is cash value life insurance and
annuit. es and how we deal with those under the ba nkruptcy
laws of Nebraska. I ha ve asked the page to distribute to
you an article that was just recently in the Omaha
World-Herald over the weekend and it's actually lifted from
the Los An eles Times. But about half of all ban kruptcy
f l i n g s i n t he Un i t ed St at e s oc cu r b ec a u se o f he al t h - r e l a t ed
expenses. Many middle-class people who h ave purchased
health insurance or have health care through their employers
find themselves many, many times through just one diagnosis
in need o f very, v ery c o stly services and between the
deductibles, and the inability perhaps to continue to work,
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and their insurance being covered by the employer, runs out
and these people find themselves overwhelmed with bills and
for the first times in their life they find themselves in
bankruptcy. These are not people that are irresponsible.
These are not people who have not prepared or tried to take
into consideration these kinds of eventualities. That's why
they have been purchasers of health insurance. This is why
they have been purchasers of life insurance and annuities.
We also live in a d ay and age where many people have a
pension through their employer, but there are other people
in the workplace who do n ot h ave an opportunity for a
p ension and so they are self-pensioned, so to speak. They
may put their money into a life insurance product or some
other vehicle so that they can take care of their family in
their retirement years. These are the funds that are at
risk when a person declares bankruptcy. If they were
covered by a p ension plan by their employer, that money
would still be there month after month as they retire. But
because they are, in a sense, self-funding that pension plan
through a life insurance product or an annuity, that vehicle
is very, very vulnerable in a bankruptcy. And the bill that
is here before you would ask you to amend current statutes.
Right now we allow an exemption of $10,000. I don't know
how many of you have tried to fund an entire retirement on
$10,000. And especially if, in fact, you are the widow left
behind after you have just lost your husband in a hospital
with very, very costly bills. And so what we are asking you
to do is to raise that exemption to $100,000 and there will
be those here who can testify about the details of the bill,
but that's the general gist of it. We' re trying to protect
a certain amount of money, not a lot of money. There are
many states that have a total exemption. Ther e is no
limitation whatsoever. There are some states that have a
limitation of $200,000 so we' re not being overly generous
here. The co ncern that we' ve had in the committee before
and we did address when we sent it out to the floor last
year was one t hat the banks brought to us, a concern that
people might be hiding their assets. We certainly don' t
want that to occur. So we have a three-year look-back which
says they' re going to look back and they' re going to examine
to see if, in fact, they' re gaming the system and just
trying to hide money in anticipation of a bankruptcy filing.
So I don't think anybody is going to anticipate that three
years out. These are going to be special events that no one
ever planned for, certainly never anyone hoped would occur.
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There will be an amendment that is off ered and I woul d
support that amendment and as k y ou to lis ten t o the
t estimony that follows me very carefully. Are there a ny
quest i o ns?

SENATOR MINES: Thank you, Senator Redfield. Senator Pahls.

SENATOR PAHLS: Do you t hink the three-year agreement is
what we needed to make it work?

SENATOR REDFIELD: Well, ce rtainly, there are vested
interests in all of the creditors out there and I think that
this gives them some assurance that t here's no gaming
i nvol v ed . And I t h i nk t hat t ha t ' s a f ai r t a sk .

SENATOR MINES: If I might just on top of that, three years
is pretty much a standard, is it not?

SENATOR REDFIELD: Yes , i t i s .

SENATOR MINES: Yeah, you go any longer and it gets tough to
manage. Any other questions for...? Senator Flood.

SENATOR FLOOD: Sena tor Redfield, I like the look-back. I
think that's a nice option. But the statute of limitations
oftentimes extends four years if a bank was to go back, if a
creditor was to go back. Would you consider four years to
conform it to our statute of limitations?

SENATOR REDFIELD: Well, Senator Flood, we didn't even talk
about the statute of limitations. The look-back provision,
because it was standard and we were seeing that occurring
nationally but also because as we had discussions amongst
the d i f f e r e nt en t i t i e s t ha t wer e i nt e r e s t ed i n t he b i l l and
they have agreed o n three y ears, I'd be a li ttle bit
reluctant to tell the committee that I would suggest another
figure. I mean, we talked about two years. W e had tal ked
about three years and t hree years was what they actually
agreed o n .

SENATOR FLOOD: All right, thank you.

SENATOR MINES: Thank you. Any other q uestions for the
senator ? Se e i n g n o n e , t h a n k yo u , S e n a t o r R e d fi e l d . Co u l d I
see a show of hands, those wishing to testify in support. of
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the bill? I see two. Those wishing to testify against the
bill? I see no hands. A nd anyone in a neutral capacity
wishing to testify, please raise your hand. I see one .
Would the proponents please come forward? Welcome.

DAN DUREN: H i , how y o u d o i n g '?

S ENATOR MINES: G o o d.

DAN DUREN: (Exhibit 2) Chairman Mines and members of the
Banking, Commerce and Insurance Committee, my name is Da n
Duren, D-u-r-e-n, and I'm here to testify in support of
LB 465 on behalf of the National Association of I nsurance
and Financial Advisors named NAIFA, our Nebraska chapter.
We' re an organization comprised of 1 ,200 insurance and
financial advisers throughout the s tate of Nebraska who
assist our clients with insurance, investment, and financial
planning solutions. NAIFA Nebraska has been on r ecord in
t he pa st supp o r t i ng s i mi l ar p r op o s e d l eg i s l at i o n . We
believe that it is time, or the time h as co me t o upd ate
Nebraska Statutes which was enacted about 23 years ago. We
bel ieve i t i s app r o p r i a te and desi r ab l e t o i ncr ea s e t he
curren t $10,000 cash value exemption limit to $100,000 for
life insurance and annuity contracts for many and all claims
of creditors, of the insured, and/or the annuitant and t.heir
benef i c i a r i e s . Th i s b i l l r ecog ni z e s t he n eed fo r a
survi v i n g ben e f i ci a r y , t yp i ca l l y a spo use or a ch i l d , t o be
able to meet the h ousehold expenditures, potential post
secondary education expenses, major unexpected health care
expenditures and minimum retirement securities after a
personal bankruptcy. The exemption limit rightfully should
be adjusted to a more significant threshold in order t o
preserve the long-term 'ntegrity of the life insurance death
benefit and annuity contract. Allowing creditors to claim
significant amount of the cash value of a life insurance
p ol i c y c an r edu ce t h e ava i l ab l e d ea t h b e n e f i t or i n som e
cases, can jeopardi ze whether the policy even remains in
force. The premise that life insurance policies and annuity
contracts that materialize in death benefits should be
exempt from creditors is well established in both fe deral
and state bankruptcy codes. Sinc e de ath benefits are
a l ready e x empt , t he b i l l i s d es i g n e d t o p r o t e ct t h e v al ue o f
those death benefits to a higher degree than the state law
currently allows. All 50 states make a certain provision in
o rder t o p r o t ec t some l ev e l o f c ash an d / o r l o an v al u e o f
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life insurance and annuity contracts from the creditors.
Currently, there are 32 states that provide unlimited cash
exemptions from the claims of creditors. Four states
possess a limit exemption ranging from as low as $20,000 and
an up p er amo unt o f $200,000. Thr ee s t at es hav e t he
identical $10,000 limit Nebraska has. The remaining states
feature a lower exemption amount. The proposed $100,000
exemption for Nebraska consumers would push Nebraska from
the lower end in terms of the $10,000 exemption limit and
give Nebraska a more moderate exemption limit when compared
to other states. Our members do recognize that there is
concern that some individuals could intentionally put
additional assets into purchase of life insurance or annuity
contracts before t hey are confronted with bankruptcy
proceedings. We have worked cooperatively with Nebraska
Bankers Association and others to address these concerns and
believe that LB 465 would prevent any intentional abuse of
the exemption. This bill creates a three-year look-back
period to prevent individuals from planning a bankruptcy in
order to have the cash value exemption protection. During
the three-year look-back period, as it impacts existing life
insurance policies and annuity contracts, only additional,
unscheduled premium payments into a life insurance policy
and additional, unscheduled purchase payments into an
annuity contract above and in excess of the regularly
scheduled/planned premiums or purchase payments would be
subject to the claims of the creditors. And I know there
was an amendment mentioned by Senator Redfield and I think
that's what it was addressing there. We recognize the need
for creditors for fair treatment in a bankruptcy proceeding,
and believe this bill prevents abuse while not penalizing
Nebraskans who are continuing to make payments to keep these
contracts in force and keep de ath be nefits i ntact.
NAIFA-Nebraska is in fu ll support of LB 465 because
increasing the $10,000 exemption to. $100,000 for cash and/or
loan values of life insurance policies and the accumulation
values o f ann uity contracts from the claims of the
creditors, thus placing them on the same level playing field
as life insurance death proceeds will assure that these
f inancia l v ehi cl e s wi l l cont i n u e t o pr ov i d e t h e f ou n dat i o n
f or a s o l i d f i na n c i a l p l a n f or Neb r a sk a con sumers . L i f e
insurance policies are unlike any other products or services
purchased by consumers. They are intended to mature and pay
a dea t h ben e f i t f or f ami l y surv i v i ng i nco me , f une r a l
expenses, estate transfer, settlement costs, mortgage debt
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reductions, business continuation and lastly, other needs.
I f c r ed i t o r s c l a i m v i r t u a l l y al l o f t h e c ash va l u e o f a
p ol i cy , t he b e n e f i t s av a i l ab l e t o f a m i ly m embers upo n d ea th
could be severely reduced or in some cases, wiped out. So I
thank you for t his opportunity to p resent testimony in
support of LB 465 to the committee and at this time I would
open to any questions you may have. Yes.

SENATOR MINES: Dan, thanks, great testimony. Thank you.
Questions? Senator Jensen.

SENATOR JENSEN: Yes, right now what escapes bankruptcy?

DAN DUREN: $10,000 .

SENATOR JENSEN: $10,000 .

DAN DUREN: Co r r ec t .

SENATOR JENSEN: Plu s a home, is that correct? Are you
aware o f t h at ?

DAN DUREN: I'm not sure on that.

SENATOR JENSEN: Okay . There are other items that are
included in that. I'm just not aware of what t.hey are.

SENATOR FLOOD: I be l i eve a home you h ave a $ 12 , 500
homestead exemption so if you...

DAN DUREN: I believe that's correct.

SENATOR FLOOD: . ..if your home is mortgaged.

SENATOR JENSEN: And certain business equipment too, I' think
somewhere in there. I don't know what those are but...

SENATOR F' OOD: Yeah .

SENATOR J E N SEN:
you.

DAN DUREN: Sur e . Ok ay .

SENATOR MINES: Any other questions for Dan?

.we can pick that up later on. Thank
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DAN DUREN: I do hav e a ha n d o u t , by t he wa y .

SENATOR MINES: Great. Just hand that to the page.

DAN DUREN: O ka y . Th ank yo . .

SENATOR MINES: Dan, w h y do y o u suppose there's no
opposi t i o n h e r e t od a y ? And wi t ho u t be i ng k i nd t o you , t her e
certainly has to be some opposition...

DAN DUREN: Well, I think there are some means already that
bankers do have to collaterally assign a life insurance
policy or even an annuity contract so, you know, there ar e
means that these things are being handled, I think. It' s
really probably the...I think as Senator Redfield mentioned,
you' ve got somebody who's been ill, out for a while and al l
of a sudden the only course of a ction they have is a
bankruptcy and, you know, then on top of it they' re probably
u ninsur e d . . .

SENATOR MINES: Ye ah .

D AN DUREN: ...so that even becomes more of an issue fo r
them because they can't get new insurance to take care of
what ha s b e e n l os t so .

SENATOR MINES: All right, m akes sense. Any other
q uest i o ns ? Da n , t han k s .

D AN DUREN: Th a n k y o u ve r y m u c h .

SENATOR MINES: Next testifier in support of the bill. Good
a ft e r n o o n .

R OBERT F I T Z S IMMONS: (Exh i b i t 3 ) Mr . Ch ai r m a n , m e mbers o f
the Banking, Commerce and Insurance Committee, my n ame is
Robert H. Fitz Simmons, F-i- t-z-S-i-m-m-o-n-s. I ' m a
CFP Professional and president of Bob FitzSimmons, Inc. Our
firm xs a financial planning firm that specializes in
personal investments and insurance planning located right
here in Lincoln, Nebraska. I 'm her e to tes tify this
afternoon on behalf of the Nebraska Chapter of the Financial
Planning Assoc>ation. That's called FPA-Nebraska in support
of LB 465. The FPA-Nebraska Chapter is comprised of about
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1 60 personal financial planners throughout the s tate o f
Nebraska. Our chapter is one of 100 nationally with a total
membership of approximately 29,000 across the U.S. Most of
our chapter members are heavily involved in personal
financial planning services to thousands of clients here in
the state of Nebraska. FPA-Nebraska Chapter supports this
bill to amend sections 44-371 and 44-1089 of the Nebraska
code. This bill as you' ve heard on several occasions
already today basically changes provisions relating to the
c laims of creditors for the c ash v alues inside a life
insurance p o licy and/or a pe rsonal annuity contract.
FPA-Nebraska's members understand that in the mid eighties
when the current statute was enacted to curtail abuses, some
i nd v i d u a l s w o ul d b u y a p e r manent l i f e i n sur a nc e p o l i c y w i t h
s ign i f i ca n t cas h v a l u es adde d i n i t i a l l y t o t h at po l i cy
and/or annuity contracts only days before they were being
confronted with a bankruptcy proceeding. We certainly don' t
condone this practice. A key provision of the proposed bill
would protect creditors from this practice. I t should,
however, be noted that lenders are not prevented today from
accept in g c ol l a t er a l ass i g n ment o f l i f e i nsu r a nce p o l i ci e s
and thereby protecting the lender from a potential loss. We
r ecognize the needs of credit.ors for fair treatment in a
bankruptcy proceeding. But we also believe strongly the
current statute goes s imply too f ar in hur ting those
f amil i e s w h o p u r c h ased l i f e i nsu r a nce co n t r a c t s a n d a nnu i t y
contracts many years ago who would lose all but $10,000 of
that aggregate cash value in th ese contracts. T h e new
three-year look-back provision that was mentioned already in
LB 465 will provide protection to creditors in a bankruptcy
proceeding i n o u r j udgment. We assume each of y ou
appreciates the importance of a surviving beneficiary,
typically, as you know, that's generally a s pouse and
children, to be able to meet their household expenditures,
potential pos t sec ondary educational expenses, major
unexpected health care expenditures that we just h eard
about, and mini mal retirement income security after
bankruptcy claims have been processed. If this cash value
is depleted by cr editors, as is currently the case, there
may be insufficient cash then to keep that policy intact for
v ery l o n g a n d t h e f am i l y wi l l be hu r t ag a i n by l o s i n g t h i s
asset. The vast majority of states have no limit on the
amount o f l i f e an d annu i t y i n sur an c e va l ue s ex em p t f r om
creditors in a bankruptcy proceeding. Increasing this
current aggregate exemption from $10,000 to $ 100,00 0 i n a
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bankruptcy proceeding appears to us to be simply fair and
appropriate for Nebraskans. We believe there is no revenue
lost to the state of Nebraska from LB 465 bu t it cou ld,
looking down the f uture, reduce potential welfare and
Medicaid expenditures in families after a bankruptcy
proceeding. T h e FPA-Nebraska Chapter members encourage the
committee ' s f a v o r a b l e c o n s i d e r a t i o n o f t hi s b i l l . I t hank
you for the opportunity to provide the testimony on behalf
of the clients of our members who have owned permanent life
and annuity contracts for many years. I would be pleased,
S enator, to answer any questions you m ight have a t this
moment.

SENATOR MINES: Tha n k y o u , Bo b .

ROBERT FITZSIMMONS: And that's it.

SENATOR MINES: Committee, do you have any questions for
Mr. FitzSimmons? See ing none, were you eve r in rad io?
(laughter) You have a great voice.

ROBERT FI T ZSIMMONS: ( l a ug h) I dou b t i f yo u we r e l i s t e n i ng
t o KFOR today , bu t t oday I d i d t a l k o n KFOR f o r s i x
different times so just depends if you listen to KFOR...

SENATOR MINES: The r e y o u go .

ROBERT FITZSIMMONS: ...so, yeah, I' ve been on KFOR for ten
years .

SENATOR MINES: Oh, you have.

ROBERT FITZSIMMONS: Yes.

Well, welcome and c ome b ack a nytime.S ENATOR M I N E S :
Thanks , B o b.

ROBERT F I T Z SIMMONS: Thank yo u . I ' l l b e h app y t o d o t hat
sometime. Thank you all for listening.

SENATOR MINES: Thank you. Do I see anyone else i n favor
wishing to t estify in support? I see none. Are there any
in a (laughter)...is there anyone able to chew gum and walk
at t he same t i m e ? ( l au g h t e r ) I b el i eve t he r e i s no n eu t r a l
and Mr. Hallstrom, you are the neutral capacity. Welcome.
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ROBERT HALLSTROM: Chairman Mines, members of the committee,
my name is Robert J. Hallstrom. I appear before you today
as a registered lobbyist for the Neb raska Bankers
Association in a n eutral capacity on LB 465. I fully
intended to come in and oppose the bill today, but some
conversations with the supporters of the bill and Senator
Redfield have taken us back to where I believe we were at
the end of last session when we had come to a compromise or
a consensus agreement on what was then an amendment to
LB 1047, late last session, that didn't get adopted because
of lack of time and so forth. Essentially where we are,
Senator Redfield had introduced similar legislation in 2003
that would have increased from $10,000 to $100,000 the items
that are exempt from creditors' claims. The b ankers were
not willing to accept that significant of an increase
without other exceptions, and so what we ultimately worked
with the financial planners or the financial advisers group
was similar to other provisions of existing law regarding
retirement plans and pension plans where there is a similar
look-back type of concept that says, in order to avoid
people planning for bankruptcy in advance that you have a
signif icant look-back period during which no established
contracts or additions to those contracts will be rendered
exempt from creditors' claims. The agreement that we had
reached last year was to look at the three-year look-back
period. Senator Flood, I would note that in the course of
the conversations, why we arrived at three was that we made
an initial offer of the four-year statute of limitations
that applies to fraudulent conveyances. They countered at
two and when the courtship was over, we settled on three.
And so we now have a three-year look-back period. Some of
the concerns that we have with LB 465, as introduced, is
that that three-year trigger, if you will, for the look-back
period was initially by the amendment last year, triggered
by both the filing of a bankruptcy and the entry of a final
money judgment, or the money judgment that thereafter
becomes final. Somehow in the translation t o the
introduction of (LB) 465 this year, the entry of a final
money judgment got lost. I have confirmed that both Senator
Redfield and the supporters of the bill are willing to put
that language back in so that is satisfactory with this. We
are, how ever, h ad conce r ns and ex pr es s ed con c e rns w i t h
regard to the ability to allow scheduled premiums even
within the three-year look-back period to escape claims of
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credi t o r s . Se nat o r R e d fi e l d ' s am endment , w h i c h I t h i n k she
is going to provide to the committee at closing, is one that
would take us back to where any contributions, whether it' s
the establishment of an annuity or a life insurance cash
value or a dditions to on e th rough any type of payment,
premiums, c o n t r i bu t i o ns , or ot h er wi s e , wo u l d st i l l r emai n
sub)ect to c reditors' claims within the three-year period.
Obviously, all of this is further buffered by the fact that
i f , as one o f t he t e st i f i er s i n d i c a te d , i f a c re d i t or t a ke s
a security interest by way of assignment then none of these
l i m i t a t i o ns d o app l y . I wou l d l i ke t o n ot e f o r t h e r eco r d
that while I think we have soup in c oncept I have just
looked at the amendment within probably the last ten minutes
and I wou l d l i ke an o p p o r t u n i t y t o r ev i e w i t fo r t e c hn i c a l
issues. This is kind of a confusing statute in tha t it
star t s ou t b y say i ng , eve r y t hi n g i s gen e r a l l y ex e mpt f r om
claims of creditors unless you have a written assignment and
then it further says, except you exempt these so we' ve got
double neg a t i v es i n a l l t ho se k i n d o f t hi ng s t ha t m a k e f or
d i f f i cu l t d r a f t i ng p ur p o s es , But I ' m con f i de n t t h at b e t w e e n
the supporters and Senator Redfield and her staff that we' ll
s t down and hammer that out a nd ha ve something fairly
quickly to come back to the committee that's acceptable for
al l pa r t i e s .

SENATOR MINES: Great, Bob. Thank you. Are there questions
for Mr. Hallstrom? I have one. Just from a practical
perspective, when w e see triggers kick i n how is the
tracking? In other words, how does this process all come
t oget h e r ?

ROBERT HA LLSTROM: Well, ba sically, what you'd have,
Senator , i s y ou l oo k b a c k t hr e e ye ar s f r om t h e f i l i ng o f a
bankrup t c y . . .

SENATOR MINES: Yea h .

ROBERT H A L L STROM: ...and that any existing cash value or
annuity contract balance that was created or ex panded, if
you wi l l , dur i ng t ha t t h r ee - ye a r p er i o d w o u l d b e av ai l ab l e
f or c r e d i t o r s i n de p enden t l y t o go ba c k a f t e r . They wou l d
not be exempted through the bankruptcy proceeding or...

SENATOR MINES: And t hat information is readily available
or, I mean, that process...I'm not in that business but I...
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ROBERT H A L L STROM: . . .what I a ss u me you w i l l hav e i s , at a
minimum, the recordkeeping documentation would b e in the
account statements that the i ndividual had t hat w ould
s how. . .

SENATOR MINES: Rig h t .

ROBERT HALLSTROM: . ..what the balance was at point A, what
type of additions had been made, whether a contract or a
policy had even come into existence during that three-year
p er i o d , whether there were interest or divid end
accumulat i o n s d u r i n g t ha t pe r i od o f t. i m e w h i c h w o u l d a l s o be
subjec t t o . . .

SENATOR MINES: Su r e .

ROBERT HALLSTROM: ...creditors' claims if added to the
policy within the three-year look-back.

SENATOR MINES: So the look-back is a reasonably secure
method of ensuring that creditors aren't going to take the
b ank, h u h ?

ROBERT HALLSTROM: We believe...obviously, people can
transfer things out of those that were transferred in...

SENATOR MINES: Ye ah .

ROBERT HA LLSTROM: ...but there are issues in volving
fraudulent transfers and t h ings of that nature that could
come into play at that point.

S ENATOR MINES: Okay, thank you. Any que stions? Seein g
none, thank you for your testimony, Bob.

ROBERT HALLSTROM: Thank you, Senator.

SENATOR MINES: Anyone else wishing to testify in a neutral
capaci t y ? I see non e . Sen at o r Re d f i e l d t o c l o se .

SENATOR REDFIELD; (Exhibit 4) Thank you, Senator Mines. I
come back up just to pass out the amendment. It just came
down from drafters. It returns the language to what the
agreement was l ast. year. If you recall, the discussion on
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the floor, Senator Bromm was the one who asked on the floor,
in the record, if, in fact, any contributions during that
t hree-year w i n dow o f l o ok - b ac k wo ul d a c t u a l l y be cou n t e d a n d
it was my understanding and I answered, no, I did not
believe it was. Se nator Bromm actually thought that under
federal l aw i t wou l d h av e t o b e , i f y ou we r e ma k i n g r eg u l a r
payments along the way. So that's why we drafted it the way
we did this year, but we are in agreement with the amendment
t .hat w e' re p r ov i d i n g t o y ou t oda y a n d I wou l d l i ke t o t han k
you very much for your attention.

SENATOR MINES: Thank you, Senator Redfield. Committee, any
quest i ons f o r t h e se n a t o r ? See i n g n o ne , t h a n k y o u fo r you r
close. That does close the public hearing for LB 465 and we
are done for the da y a n d ad journed. Thank you all for
coming.


